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NOTICE: Under IC 4-22-7-7, this document is required to be published in the
Indiana Register and is effective on its date of publication. It shal remain
in effect until the date it is superseded or deleted by the publication of a
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officid pogition concerning a specific issue.
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Sales Taxability of Promotiond Packages
Authority: 1IC 6-2.5-2-1, IC 6-2.5-4-1, IC 6-2.5-3-2

Taxpayer requests a ruling as to the taxability of promotiond packages used by
independent distributors.,

STATEMENT OF FACTS

Taxpayer is a multilevd maketer of dietary supplements based in Coppel, TX. As a
multilevel marketer, taxpayer's products are distributed through independent distributors.
The digtributors are not considered to be employees by taxpayer and are referred to as
“Associates’. Each Associate purchases a promotional pack from taxpayer as a sdling
ad. Each pack contains a least one of taxpayer's products that the digtributors will be
marketing as wedl as a brief description of each product. In addition product trays,
binders, cendars, various marketing materias, and corporate literature is enclosed.

DISCUSSION

IC 62.5-2-1 provides tha the sdes tax is imposed on dl retal transactions in Indiana. A
retall transaction is defined & IC 6-2.5-4-1 as the acquistion of tangible persond
property for the purpose of resae and the subsequent transfer of that property to another
person for congderation.

If these items are not sold to digtributors for resde, but are sold by the taxpayer to the
Asociates, the Associates are considered the ultimate consumer of these promotiona
materias for sdes tax purposes. If the Associates purchased these items exempt, then
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they are subject to Indiana use tax to the extent they are not used for an exempt purpose.
Pursuant to IC 62.5-3-2, “an excise tax, known as the use tax, is imposed on the storage,
use, or consumption of tangible persona property in Indiana if the property was acquired
in a retail transaction, regardiess of the location of that transaction or of the retail
merchant making that transaction.”

To the extent that promotional packages are purchased for an exempt purchase, such as a
sde for resae, the Associate shdl provide an exemption certificate. Pursuant to IC 6-2.5-
3-7(8), a person who acquires tangible persona property from a retal merchant for
delivery in Indiana is presumed to have acquired the property for use, dSorage, or
consumption in Indiana, unless the person can produce evidence to rebut that
presumption. Pursuant to IC 6-2.5-3-7(b), a retall merchant is not required to produce
evidence of non-taxability under subsection (a) if the retall merchant receives from the
person who acquired the property an exemption certificate which certifies, in the form
presented by the Department that the acquistion is exempt from use tax.

RULING

The Department rules that sdes of promotiond packages are subject to Indiana sdes/use
tax.

CAVEAT

This ruling is issued to the taxpayer requesting it on the assumption that the taxpayer's
facts and circumstances, as stated herein, are correct. If the facts and circumstances
given are not correct, or if they change then the taxpayer requesting this ruling may not
rely on it. However, other taxpayers with subdantidly identica factua Stuations may
ry on this ruling for informationd purposes in preparing returns and making tax
decisons. If a taxpayer relies on this ruling and the Depatment discovers, upon
examindion, that the fact dtuation of the taxpayer is different in any materid respect
from the facts and circumstances given in this ruling, then the ruling will not afford the
taxpayer any protection. It should be noted that subsequent to the publication of this
ruling, a change in a datute, a regulation, or case law could void the ruling. If this
occurs, the ruling will not afford the taxpayer any protection.
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